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Your Directors present to you the one 
hundred and sixty-second Annual Report 
of the Company. 

For the second consecutive year the 
general insurance industry in Canada suf- 
fered a loss on its underwriting opera- 
tions. At this time of writing, no estimate 
is available of the size but it is likely to 
be considerably less than the $53 million 
lost in 1969. As predicted in our report 
a year ago that prospects for profitable 
underwriting of the fire business were 
not good — the experience, in fact, on 
this class probably deteriorated in 1970. 
Premium rates proved to be inadequate 
for the automobile class as well and there 
was no let up in crime and dishonesty, 
which adversely affects the burglary, theft 
and bonding classifications. 

Our over-all loss ratio at 67.55% was 
virtually unchanged from that of a year 
ago. Operating expenses, including pre- 
mium taxes, increased rather substantially 
to 36.85% of net written premiums from 
35.27% in the previous year. 

Total premiums written passed the $15 
million mark — a growth of 11% — and 
after deducting all. reinsurance, net 
written premiums increased to $12,195,- 
742. This growth required that $431,819 
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be added to the unearned premium re- 
serve, an increase over the $347,814 
added in 1969, after which an under- 
writing deficit of $603,403 was suffered 
as against $390,857 in the previous year. 

Net investment income rose to 
$704,326, leaving a profit before income 
taxes of $100,923 compared with one of 
$257,490 in 1969. Provision was made for 
income taxes of $803 resulting in a net 
profit of $100,120 for the year. 

Total assets reached a new peak of 
$21.6 million. Capital and surplus now 
stands at $8,243,067. 

Developments in Manitoba, as men- 
tioned in last year’s report, crystallized 
during the year. A Government-operated 
automobile insurance scheme is sched- 
uled to function not later than November 
1, 1971. For all practical purposes this 
removes independent automobile in- 
surers from that scene for all except a 
relatively minor amount of supplemen- 
tary underwriting that can be practised, 
over and above the Government's com- 
pulsory plan. 

The pressures. which continue to be 
applied by most of the other provincial 
jurisdictions throughout Canada make it 
extremely doubtful that 1971 automobile 


rating schedules will prove adequate to 
cover the needs of the coming year. Long 
awaited adjustments to fire rating sched- 
ules are still in suspense. Indeed, there 
are no indications that the general 
insurance business can look for any sub- 
stantial improvement in its 1971 under- 
writing results. 

During 1970 economic conditions in 
Canada were affected by a number of 
difficult circumstances resulting in a year 
of rather slow growth. 

The Gross National Product rose by 
61%2% of which only 3% was in real 
terms, the remaining 342% being ac- 
counted for by price increases. Residen- 
tial construction was sharply down, 
consumer demand was weak and invest- 
ment activity negligible. The economy 
was saved from what would undoubtedly 
have been quite a serious recession by a 
phenomenal performance in_ foreign 
trade. Exports expanded rapidly whereas 
imports grew much more slowly. The 
resulting surplus in merchandise trade 
put the Canadian balance of payments 
into substantial surplus and created ex- 
treme upward pressure on the Canadian 
dollar. In order to meet this problem, the 
Government and the Bank of Canada 
adopted a floating exchange rate result- 


ing towards the end of the year in the 
Canadian dollar being valued at just frac- 
tionally under parity with the U.S. dollar. 
This caused a slowing down of export 
trade in the final quarter of the year. 

At the beginning of the period under 
review the strong fiscal and monetary 
measures, which had been adopted by 
the Government to counter inflationary 
pressurés and which were alluded to in 
last year’s report, were in full swing. But 
as the year progressed, inflation’s para- 
doxical twin, unemployment, assumed 
serious proportions rising to above 6%, 
seasonally adjusted, of the labour force 
as the year came to a close. 

As this Report is written not very much 
is being heard any longer about inflation 
and the Prices & Incomes Commission 
has quietly slipped out of the limelight. 

The political pressures on the Govern- 
ment as a result of the unemployment 
situation have been acute and it is not dif- 
ficult to foresee a clamour for increases 
in the money supply, deficit financing — 
all the drugs of popular economic salva- 
tion. But there are signs that the Govern- 
ment will resist these pressures. 

Unemployment, moreover, although it 
has increased in the absolute sense right 
across the country, is concentrated most 
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acutely in the regions where it has always 
been a problem — parts of the Atlantic 
and Western Provinces and Quebec. 

This creates grave difficulties for the 
Government and contributes to a decline 
in the sense of national cohesion which 
Canada badly needs at this juncture in 
its history. 


The economy in the early part of the 
year was subject to a very tight money 
policy with high interest rates. During the 
course of the year monetary conditions 
became easier in the first instance as a 
result of official policy and latterly be- 
cause of reduced economic activity. 
Interest rates lowered considerably in the 
last half of the year and there was a sig- 
nificant drop in demand in the short-term 
capital market. In fact the bond market 
as a whole has been extremely active and 
only now are there signs that the rise in 
bond prices is levelling off. 

From about mid-year onwards the 
banking system, reversing the situation 
existing in the first half of the year, has 
had ample loanable funds available. This 
is to some extent the result of generally 
lowered economic activity and hence 
lower demand for bank loans, and in part 
as a result of the building up of reserves 
in the banking system through the Bank 
of Canada. 

As far as the balance of payments is 
concerned, the position as the year 
ended was one of unprecedented 
strength. This partly resulted, as men- 
tioned earlier, from an enormous current 
account surplus and partly from continu- 
ing large-scale capital inflows. The high 


rate on the Canadian dollar has created 
great distress among exporters. 

As to the outlook, it seems likely that 
the economy will not move strongly in 
either direction in 1971. The Govern- 
ment’s attitude between inflation on the 
one hand and unemployment on the 
other will no doubt continue to be am- 
bivalent, applying remedies when one 
factor or the other becomes uppermost. 
Because of the country’s high degree of 
dependence upon conditions in the 
United States, it is never, of course, 
possible for the fiscal and monetary 
authorities in Canada to be very far out 
of line with U.S. policy; the objective can 
only be to try and impose the remedies 
more effectively and modify the swings. 
This has already been successful in the 
recent control of inflation. 

Public concern over foreign ownership 
of Canadian assets and resources has 
become more widespread in the past year 
or two, and there is pressure on Govern- 
ment to take measures to reduce it. So 
far, there is no indication that discrimina- 
tion against foreign capital will be intro- 
duced, although it seems likely that 
existing restrictions in fields such as 
finance and insurance may be extended 
to other areas, including some natural re- 
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sources. The problem brings into conflict 
a desire on the one hand not to lose con- 
trol of the country’s destiny and on the 
other to maintain the thrust of develop- 
ment and growth which depends heavily 
on foreign investment. 

During the year the whole country, 
and indeed the world, was shocked by 


the violence which took place in the 
Province of Quebec. Strong governments 
in both Ottawa and Quebec and firm 
measures adopted by each led to a settle- 
ment of that crisis which on the whole 
must be considered satisfactory. But the 
underlying problem remains. And it is 
intensified by a not unnatural tendency 
in the rest of Canada to identify the vio- 
lence of the terrorists with the more 
responsible nationalist political move- 
ment in Quebec. A series of meetings 
involving heads of Federal and Provincial 
Governments is now planned to examine 
further the question of anew constitution 
and the first of these meetings has re- 
cently been concluded in a spirit of some 
optimism. But there is clearly no easy 
solution to a problem which will only be 
worked out slowly and with difficulty. 

Your Directors wish to record their 
appreciation of the efforts of the staff 
throughout all phases of the Company’s 
activities. 


On behalf of the Board, 


A. G. S. Griffin, Chairman, 
J. E. MacNelly, President. 


Halifax, Nova Scotia, 
February 22, 1971. 
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STATEMENT OF PROFIT AND LOSS 
for the year ended December 31, 1970 
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BALANCE SHEET 


1970 


$ 618,082 
17,211,842 


100,703 
2,757,225 


109,723 
37,418 
690,908 
57,993 
88,338 
20,633 


$21,692,865 
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F 603,403 
70, 0D 


as at December 31, 1970 
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STATEMENT OF SURPLUS for the year ended December 31, 1970 


1970 


Balance at beginning of year $ 5,392,461 


Deduct: 
Dividends paid 300,000 


Increase in provision for assets not admitted and unregistered reinsurance 91,865 


391,865 
Add: 


Net profit for year 100,120 
Net profit on disposal of securities 152,181 


252,301 


Balance at end of year $ 5,252,897 


AUDITORS’ REPORT 
To the Directors and Shareholders of THE HALIFAX INSURANCE COMPANY: 


We have examined the balance sheet of The Halifax Insurance Company as at December 31, 1970 and the statements of profit 
and loss and surplus for the year then ended. Our examination included a general review of the accounting procedures and such 
tests of the accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the company as at December 31, 1970 and the 
results of its operations for the year then ended, in accordance with accounting practices prescribed by the Department of Insurance 
of Canada applied on a basis consistent with that of the preceding year. 


Toronto, Canada, February 17, 1971. CLARKSON, GORDON & CO., Chartered Accountants 
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Government 


Values 
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156,000 
896,244 
2,899,700 
1,418,150 
5,370,094 
$17,826,045 


as at December 31, 1970 


COMPANY OFFICES 


HEAD OFFICE 

5670 Spring Garden Road, Halifax, N.S. 
GENERAL OFFICE 

1303 Yonge Street, Toronto, Ontario 


CENTRAL DIVISION 


1303 Yonge Street, Toronto, Ontario 
W.R. Davis, A.I.1.C., Agency Manager 
J. N. McCarthy, F.L.I.C., Superintendent 


METROPOLITAN TORONTO AND ONTARIO BRANCHES 
1303 Yonge Street, Toronto, Ontario 

OTTAWA BRANCH 

309 Cooper Street, Ottawa, Ontario 

K. E. Ingoe, A.1.1.C., Agency Superintendent 


LONDON SERVICE OFFICE 
560 Wellington Street, London, Ontario 


T. W. McDonald, Agency Superintendent 


EASTERN DIVISION 


MARITIME BRANCH 

5670 Spring Garden Road, Halifax, N.S. 
D.L. Josey, Manager 

QUEBEC BRANCH 


491 Victoria Square, Montreal, Quebec 
George C. Lepine , Manager 


WESTERN DIVISION 


PRAIRIE REGIONAL OFFICE 

10089 Jasper Avenue, Edmonton, Alberta 

5. C. Rambaut, Regional Manager 

CALGARY SERVICE OFFICE 

1147 - 17th Avenue S.W., Calgary, Alberta 

L. T. Marcusson, F.1.1.C., Agency Superintendent 
BRITISH COLUMBIA BRANCH 


1896 West Broadway, Vancouver, B.C. 
H. W. Winter, F.1.1.C., Manager 
P. J. Goulding, F.I.1.C., Branch Superintendent 
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